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not itemized, the zero bracket amount 
is considered to be a deduction not at-
tributable to a specific activity. 

(f) Carryback or carryover of credit sub-
ject to separate limitation. A credit sub-
ject to the separate limitation under 
section 53(b) that is carried back or 
carried over to a taxable year begin-
ning before January 1, 1979, is also sub-
ject to the separate limitation in the 
carryback or carryover year. For pur-
poses of the preceding sentence, a cred-
it that is earned by a partnership, a 
trust, or estate, or a subchapter S cor-
poration in a taxable year of such enti-
ty ending within, or after, the taxable 
year of a partner beneficiary or share-
holder beginning after December 31, 
1978, will not be subject to the separate 
limitation in section 53(b) with respect 
to such partner, beneficiary, or share-
holder. The taxpayer to whom the cred-
it has been passed through shall not be 
prevented from applying the unused 
portion in a carryback or carryover 
year merely because the entity that 
earned the credit changes its form of 
conducting business if the nature of its 
trade or business essentially remains 
the same. The computation of the sepa-
rate limitation in such a case shall re-
flect the income attributable to the 
taxpayer’s interest in the entity in its 
revised form. Thus, a shareholder car-
rying over a credit from a subchapter S 
corporation may include dividends de-
clared by that corporation after the 
subchapter S election had been termi-
nated as income attributable to that 
person’s interest in the entity. Simi-
larly, if a partnership incorporates in a 
carryover year, any income attrib-
utable to an interest in the corporation 
will be regarded, for purposes of com-
puting the separate limitation under 
section 53(b), as income attributable to 
an interest in the entity. This para-
graph may be illustrated by the fol-
lowing examples: 

Example 1. A, a calendar year taxpayer, is 
a shareholder in Corporation M, a subchapter 
S corporation. In 1977, A’s pro rata share of 
the new jobs credit earned by Corporation M 
was $10,000. A could only use $2,000 of the 
credit in 1977 because of the separate limita-
tion under section 53(b). In 1978, A carries the 
unused credit over from 1977. The carryover 
credit is subject to the separate limitation 
under section 53(b). 

Example 2. Assume the same facts as in ex-
ample 1 except that the unused credit is car-
ried over to 1979. The carryover credit is not 
subject to the separate limitation under sec-
tion 53(b) because that limitation does not 
apply to taxable years of a taxpayer begin-
ning after December 31, 1978. 

Example 3. B, a calendar year taxpayer, is a 
shareholder in Corporation W, a subchapter 
S corporation. In 1979, B’s pro rata share of 
the targeted jobs credit covered by Corpora-
tion W was $5,000 but B could only use $3,000 
of the credit in 1979. B carries back the un-
used credit to 1978. The carryback credit is 
not subject to the separate limitation under 
section 53(b). 

(Secs. 44B, 381, and 7805 of the Internal Rev-
enue Code of 1954 (92 Stat. 2834, 26 U.S.C. 
44B); 91 Stat. 148, 26 U.S.C. 381(c)(26); 68A 
Stat. 917, 26 U.S.C. 7805) 

[T.D. 7560, 43 FR 60445, Dec. 28, 1978. Redesig-
nated and amended by T.D. 7921, 48 FR 52906, 
52907, Nov. 23, 1983] 

§ 1.55–1 Alternative minimum taxable 
income. 

(a) General rule for computing alter-
native minimum taxable income. Except 
as otherwise provided by statute, regu-
lations, or other published guidance 
issued by the Commissioner, all Inter-
nal Revenue Code provisions that apply 
in determining the regular taxable in-
come of a taxpayer also apply in deter-
mining the alternative minimum tax-
able income of the taxpayer. 

(b) Items based on adjusted gross in-
come or modified adjusted gross income. 
In determining the alternative min-
imum taxable income of a taxpayer 
other than a corporation, all references 
to the taxpayer’s adjusted gross in-
come or modified adjusted gross in-
come in determining the amount of 
items of income, exclusion, or deduc-
tion must be treated as references to 
the taxpayer’s adjusted gross income 
or modified adjusted gross income as 
determined for regular tax purposes. 

(c) Effective date. These regulations 
are effective for taxable years begin-
ning after December 31, 1993. 

[T.D. 8569, 59 FR 60557, Nov. 25, 1994] 

§ 1.56–0 Table of contents to § 1.56–1, 
adjustment for book income of cor-
porations. 
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(2) Taxpayers subject to the book income 
adjustment. 

(3) Consolidated returns. 
(4) Examples. 

(b) Adjusted net book income. 
(1) In general. 
(2) Net book income. 
(i) In general. 
(ii) Measures of net book income. 
(iii) Tax-free transactions and tax-free in-

come. 
(iv) Treatment of dividends and other 

amounts. 
(3) Additional rules for consolidated 

groups. 
(i) consolidated adjusted net book income. 
(ii) Consolidated net book income. 
(iii) Consolidated pre-adjustment alter-

native minimum taxable income. 
(iv) Cross references. 
(4) Computation of adjusted net book in-

come when taxable year and financial ac-
counting year differ. 

(i) In general. 
(ii) Estimating adjusted net book income. 
(iii) Election to compute adjusted net book 

income based on the financial statement 
for the year ending within the taxable 
year. 

(A) In general. 
(B) Time of making election. 
(C) Eligibility to make and manner of 

making election. 
(D) Election or revocation of election made 

on an amended return. 
(iv) Quarterly statement filed with the Se-

curities and Exchange Commission 
(SEC). 

(5) Computation of net book income using 
current earnings and profits. 

(i) In general. 
(ii) Current earnings and profits of a con-

solidated group. 
(6) Additional rules for computation of net 

book income of a foreign corporate tax-
payer. 

(i) Adjusted net book income of a foreign 
taxpayer. 

(ii) Effectively connected net book income 
of a foreign taxpayer. 

(A) In general. 
(B) Certain exempt amounts. 
(iii) Computation of net book income of a 

foreign taxpayer using current earnings 
and profits. 

(7) Examples. 
(c) Applicable financial statement. 

(1) In general. 
(i) Statement required to be filed with the 

Securities and Exchange Commission 
(SEC). 

(ii) Certified audited financial statement. 
(iii) Financial statement provided to a gov-

ernment regulator. 
(iv) Other financial statements. 
(v) Required use of current earnings and 

profits. 

(2) Election to treat net book income as 
equal to current earnings and profits for 
the taxable year. 

(i) In general. 
(ii) Time of making election. 
(iii) Eligibility to make and manner of 

making election. 
(iv) Election by common parent of consoli-

dated group. 
(v) Election or revocation of election made 

on an amended return. 
(3) Priority among statements. 
(i) In general. 
(ii) Special priority rules for use of cer-

tified audited financial statements and 
other financial statements. 

(iii) Priority among financial statements 
provided to a government regulator. 

(iv) Statements of equal priority. 
(A) In general. 
(B) Exceptions to the general rule in para-

graph (c)(3)(iv)(A). 
(4) Use of financial statement for a sub-

stantial non-tax purpose. 
(5) Special rules. 
(i) Applicable financial statement of re-

lated corporations. 
(A) Applicable financial statement of a 

consolidated group. 
(B) Special rule for statements of equal 

priority. 
(C) Special rule for related corporations. 
(D) Anti-abuse rule. 
(ii) Applicable financial statement of for-

eign corporation with a United States 
trade or business. 

(A) In general. 
(B) Special rules for applicable financial 

statement of a trade or business of a for-
eign taxpayer. 

(C) Special rule for statements of equal 
priority. 

(D) Anti-abuse rule. 
(iii) Supplement or amendment to an ap-

plicable financial statement. 
(A) Excluding a restatement of net book 

income. 
(B) Restatement of net book income. 
(6) Examples. 

(d) Adjustments to net book income. 
(1) In general. 
(2) Definitions. 
(i) Historic practice. 
(ii) Accounting literature. 
(3) Adjustments for certain taxes. 
(i) In general. 
(ii) Exception for certain foreign taxes. 
(iii) Certain valuation adjustments. 
(iv) Examples. 
(4) Adjustments to prevent omission or du-

plication. 
(i) In general. 
(ii) Special rule for depreciating an asset 

below is cost. 
(iii) Consolidated group using current 

earnings and profits. 
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(iv) Restatement of a prior year’s applica-
ble financial statement. 

(A) In general. 
(B) Reconciliation of owner’s equity in ap-

plicable financial statements. 
(B) Use of different priority applicable fi-

nancial statements in consecutive tax-
able years. 

(D) First successor year defined. 
(E) Exceptions. 
(v) Adjustment for items previously taxed 

as subpart F income. 
(vi) Adjustment for pooling of interests. 
(vii) Adjustment for certain deferred for-

eign taxes. 
(viii) Examples. 
(5) Adjustments resulting from disclosure. 
(i) Adjustment for footnote disclosure or 

other supplementary information. 
(A) In general. 
(B) Disclosures not specifically authorized 

in the accounting literature. 
(ii) Equity adjustments. 
(A) In general. 
(B) Definition of equity adjustment. 
(iii) Amount disclosed in an accountant’s 

opinion. 
(iv) Accounting method changes that re-

sult in cumulative adjustments to the 
current year’s applicable financial state-
ment. 

(A) In general. 
(B) Exception. 
(v) Examples. 
(6) Adjustments applicable to related cor-

porations. 
(i) Consolidated returns. 
(A) In general. 
(B) Corporations included in the consoli-

dated Federal income tax return but ex-
cluded from the applicable financial 
statement. 

(C) Corporations included in the applicable 
financial statement but excluded from 
the consolidated tax return. 

(ii) Adjustment under the principles of sec-
tion 482. 

(iii) Adjustment for dividends received 
from section 936 corporations. 

(A) In general. 
(B) Treatment as foreign taxes. 
(C) Treatment of taxes imposed on section 

936 corporations. 
(iv) Adjustment to net book income on sale 

of certain investments. 
(v) Examples. 
(7) Adjustments for foreign taxpayers with 

a United States trade or business. 
(i) In general. 
(ii) Example. 
(8) Adjustment for corporations subject to 

subchapter F. 
(e) Special rules. 

(1) Cooperatives. 
(2) Alaska Native Corporations. 
(3) Insurance companies. 

(4) Estimating the net book income adjust-
ment for purposes of estimated tax liabil-
ity. 

[T.D. 8307, 55 FR 33675, Aug. 17, 1990] 

§ 1.56–1 Adjustment for the book in-
come of corporations. 

(a) Computation of the book income ad-
justment—(1) In general. For taxable 
years beginning in 1987, 1988, and 1989, 
the alternative minimum taxable in-
come of any taxpayer is increased by 
the book income adjustment described 
in this paragraph (a)(1). The book in-
come adjustment is 50 percent of the 
excess, if any, of— 

(i) The adjusted net book income (as 
defined in paragraph (b) of this section) 
of the taxpayer, over 

(ii) The pre-adjustment alternative 
minimum taxable income for the tax-
able year. 

For purposes of this section, pre-ad-
justment alternative minimum taxable 
income is alternative minimum tax-
able income, determined without re-
gard to the book income adjustment or 
the alternative tax net operating loss 
determined under section 56(a)(4). See 
paragraph (a)(4) of this section for ex-
amples relating to the computation of 
the income adjustment. 

(2) Taxpayers subject to the book in-
come adjustment. The book income ad-
justment is applicable to any corporate 
taxpayer that is not an S corporation, 
regulated investment company (RIC), 
real estate investment trust (REIT), or 
real estate mortgage investment com-
pany (REMIC). 

(3) Consolidated returns. In the case of 
a taxpayer that is a consolidated 
group, the book income adjustment 
equals 50 percent of the amount, if any, 
by which its consolidated adjusted net 
book income (as defined in paragraph 
(b)(3)(i) of this section) exceeds its con-
solidated pre-adjustment alternative 
minimum taxable income (as defined in 
paragraph (b)(3)(iii) of this section). 
See paragraph (a)(4), Example 4 of this 
section. For purposes of this section, 
with respect to any taxable year the 
term ‘‘consolidated group’’ has the 
same meaning as in § 1.1502–1T. See 
paragraph (d)(6) of this section for 
rules relating to adjustments attrib-
utable to related corporations. 
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